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Outlook Themes

• Many segments of the economy show signs of stable demand.

• Higher prices from tariffs are yet to fully show but appear to be 
putting additional pressure on goods prices.

• Balance of risks are shifting towards the labor side of the Fed 
mandate, but without additional progress on lower inflation.

• Markets have priced in 50 basis points of additional cuts in the 
federal funds rate by year-end.

2FEDERAL RESERVE BANK OF KANSAS CITY  |
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After rebounding in Q2, output growth is expected to 
moderate to below trend by year-end.

3FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Bureau of Economic Analysis, Federal Reserve Board, Haver Analytics

-8

-6

-4

-2

0

2

4

6

8

-8

-6

-4

-2

0

2

4

6

8

Q1-2025 Q2-2025 2025 2026

Consumer spending (PCE) Investment + Gov't Change in inventories

Net exports FOMC Annual GDP Growth Projections GDP Percent Change, Annual Rate

Percentage Points



NONCONFIDENTIAL // EXTERNAL

Freight activity has declined slightly compared to last 
year, while freight cost continues to grow modestly.

4FEDERAL RESERVE BANK OF KANSAS CITY  |
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Consumer spending continues to grow at solid pace.

5FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Bureau of Economic Analysis, Haver Analytics
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Consumer sentiment remains below levels from the 
beginning of the year.

6FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: University of Michigan, Haver Analytics
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More consumers expect higher prices and 
unemployment in the next 12 months.

7FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: University of Michigan, Haver Analytics
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Investment in the economy is holding steady with 
continued gains from information processing.

8FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Bureau of Labor Statistics, Census Bureau, Federal Reserve Board, Haver Analytics
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Regional manufacturing contacts on net report 
increases in expected demand.

9FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Federal Reserve Bank of Kansas City Regional Survey
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Housing activity is mostly flat along side moderating 
price growth.

10FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Census Bureau, Federal Home Loan Mortgage Corporation, Federal Housing Finance Agency, Haver Analytics 
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Tariff rates have moved even higher over the past 
month but what importers are paying is less.

11FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Bureau of Economic Analysis, Yale Budget Lab, Haver Analytics 
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U.S. import price growth remains limited through August data.

12FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Bureau of Labor Statistics, Haver Analytics
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However, consumer measures of goods inflation are 
trending upward.

13FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Bureau of Economic Analysis, Haver Analytics

-4

-2

0

2

4

6

8

10

-4

-2

0

2

4

6

8

10

2022 2023 2024 2025
Services Excluding Energy Goods Excluding Food and Energy

Year/Year Percent Change



NONCONFIDENTIAL // EXTERNAL

Overall labor market activity and momentum continue 
to soften.

14FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Federal Reserve Bank of Kansas City, Haver Analytics 
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The unemployment rate has ticked up while the hiring 
rate remains low.

15FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Bureau of Labor Statistics, Haver Analytics
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Markets have priced in an additional 50 basis points of 
cuts by the end of the year.

16FEDERAL RESERVE BANK OF KANSAS CITY  |Sources: Chicago Board of Trade, Federal Reserve Board, Haver Analytics
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Resources from the Kansas City Fed’s Economic Research Department
• Charting the Economy

Timely economic data curated by research staff at the Federal Reserve Bank of Kansas City.

• Economic Bulletin 
Timely, accessible snapshots of the Kansas City Fed's latest economic findings and perspectives on national and international economic conditions 
and issues related to monetary policy, industries and markets.

• Economic Review
A quarterly research publication with articles on macroeconomics and monetary policy, regional and international economics, and banking and 
financial markets.

Stay up to date on our latest research: Subscribe to KC Fed Research Email Alerts (Right QR)

KC Fed Research Email Alerts

https://www.kansascityfed.org/research/charting-the-economy/
https://www.kansascityfed.org/research/charting-the-economy/
https://www.kansascityfed.org/research/economic-bulletin/
https://www.kansascityfed.org/research/economic-bulletin/
https://www.kansascityfed.org/research/economic-review/
https://www.kansascityfed.org/research/economic-review/
https://www.kansascityfed.org/about-us/ealert/
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